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UNCLAS DACCA 1919 

E.O. 11652: N/A 
TAGS: ENRG, BG 

SUBJECT: PETROLEUM EXPLORATION: GENERAL TERMS ANNOUNCED ON 
PRODUCTION-SHARING AGREEMENTS 

REF: A. DACCA 1150 B. DACCA 1453 (NOT AL) 

1. FURTHER TO RESUMPTION OF NEGOTIATIONS BY BDG WITH FOREIGN 
COMPANIES IN OIL EXPLORATION (REF A) , MINISTER NATURAL RESOURCES 
GAVE LOCAL PRESS SERVICE A RUNDOWN ON PRODUCTION-SHARING AGREE- 
MENTS WHICH HE CLAIMS WILL BE SIGNED SOMETIME EARLY MAY. COMMENT 
WILL BE SUBMITTED AS SOON AS EMBASSY ABLE TO GET THROUGH TO 
OFFICIALS IN AUTHORITY, NOW INCREASINGLY INACCESSIBLE AS NEGO- 
TIATIONS APPEAR NEARING COMPLETION. 

2. TEXT OF ARTICLE, WHICH APPEARED APRIL 28, FOLLOWS. MAY BE 
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A. LETTER OF INTENT BETWEEN THE BANGLADESH GOVERNMENT AND 
COMPANIES OF JAPAN, US, CANADA, FRANCE, YUGOSLAVIA AND ITALY FOR 
EXPLORATION OF OIL IN TERRITORIAL WATERS OF BANGLADESH WILL BE 
SIGNED SOMETIME EARLY MAY, TO BE FOLLOWED BY FORMAL AGREEMENT 
SHORTLY AFTERWARDS. DISCLOSING THIS TO BSS (NEWS AGENCY), DR. 

MOFIZ CHOWDHURY, MINISTER FOR NATURAL RESOURCES, SAID HE WAS 
CONFIDENT OF SUCCESSFUL EXPLORATION OF OIL IN BANGLADESH IN 
COURSE OF NEXT FEW YEARS. 

B. DR. CHOWDHURY SAID PRELIMINARY RECONNAISSANCE SURVEY WOULD 
BE CONDUCTED BY A JOINT POOL OF ALL FOREIGN COMPANIES IN 
DIFFERENT AREAS UNDER DIRECT SUPERVISION AND CONTROL OF BDG. 

THIS WILL BE FOLLOWED BY DETAILED SURVEY BY EACH COMPANY 
SEPARATELY IN RESPECTIVE AREAS TO BE SPECIFIED BY GOVERNMENT 
FOR EXPLORATION WORK. 

C. DR. CHOWDHURY SAID A SPECIFIED AREA IN THE TERRITORIAL 
WATERS WOULD BE ALLOTTED TO EACH COMPANY INITIALLY FOR PERIOD 
OF FOUR YEARS AND THEN FOR ADDITIONAL TWO YEARS. IF ANY 
COMPANY FAILED TO EXPLORE OIL WITHIN THIS STIPULATED PERIOD. 

BDG WOULD HAVE NO OBLIGATION TO COMPENSATE OPERATIONAL COST. 
DURING PERIOD OF OPERATION MANAGEMENT AND CONTROL OF ENTIRE 
AFFAIR WOULD BE VESTED WITH GOVERNMENT. 

D. MINISTER SAID WHEN CONTRACT FOR OPERATION WAS SIGNED. EACH 
COMPANY WOULD BE OBLIGED TO PAY SIGNATURE BONUS OF HANDSOME 
AMOUNT IN FOREIGN EXCHANGE. 

E. HE SAID TERM OF SHARING PRODUCTION IN CASE OF SUCCESSFUL 
EXPLORATION HAD ALREADY BEEN WORKED OUT. BANGLADESH WOULD HAVE 
FULL CONTROL OVER PRODUCTION WITH A SHARE OF NEARLY THREE FOURTHS 
OF TOTAL PRODUCTION AND MORE IN PROPORTION TO QUANTUM OF OIL 
FOUND, WHILE THE REST WOULD BE SHARED BY COMPANIES ONLY AT 
EXPORT POINT. GOVERNMENT WOULD, HOWEVER, HAVE THE RIGHT OF FULL 
SHARING IN CASE OF AN EMERGENCY IN THE COUNTRY. 

F. REGARDING COST OF SUCCESSFUL EXPLORATION, BANGLADESH WOULD 
PAY TO COMPANY 25 PERCENT OF COST, WHICH IS FAR LESS THAN PER 
CENT AGE PAID BY OTHER OIL-PRODUCING COUNTRIES TO EXPLORING 
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AGENCIES. 

G. DR. CHOWDHURY SAID TILL OIL WAS FOUND, THESE COMPANIES 
WOULD UNDERTAKE SUPPLY OF CRUDE OIL TO OUR REFINERIES AT WORLD 
PRICE. BUT AFTER OIL WAS EXPLORED, THEY WOULD SUPPLY OUR RE- 
QUIREMENT FROM THEIR SHARE AT NOMINAL PRICE IN ADDITION TO 
GIVING US OUR SHARE OF PRODUCTION. FOREIGN COMPANIES WOULD 
ALSO PAY PRODUCTION BONUS TO BDG. COMMERICAL DISCOVERY BONUS 
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HAS TO BE PAID WHEN OIL WAS FOUND. 

H. MINISTER SAID ALL INFORMATION AND DATA DURING PERIOD OF 
EXPLORATION AND AFTER WOULD BE PROPERTY OF BANGLADESH. RIGHT 
OF DECISION WOULD BE EXERCISED BY GOVERNMENT DURING EXPLORATION 
AND PRODUCTION. THESE COMPANIES WOULD ALSO HAVE TO ACCOUNT 
FOR THEIR EXPENDITURE TO GOVERNMENT. SCIENTISTS AND TECHNI- 
CIANS OF BANGLDESH WOULD ALSO BE TRAINED IN TECHNIQUE OF 
PRODUCTION AND RELATED MATTERS BY COMPANIES UNDER THE TERMS OF 
AGREEMENT. 

BOSTER 
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